10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Depart ment OF REVENUE
PUBLI C WORKSHOP
ORLANDO, FLORI DA

RULE 12D- 8. 0082, F.A.C.
FLORI DA UNI FORM MARKET AREA GUI DELI NES

DATE: June 26, 2003
TI MVE: 9:30 aam to 12:20 p.m
LOCATI ON: Ol ando Public Library

Al bert son Room 3rd Fl oor
101 E. Central Boul evard
Ol ando, FL

REPORTED BY: Carol Ann Serritelli,
Certified Shorthand Reporter
Notary Public, State of
Flori da at Large

APPEARANCES:

STEVE KELLER, Chief Assistant General Counsel

AL MOBLEY, MAI, CCIM CAE, AAS, Revenue Program
Adm ni strator

ADRI AN ROCGERS, Tax Law Speci al i st
CLAUDI A JANE KEMP, Assistant General Counsel
DAVI D BEGGS, Program Director
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THE ADM NI STRATOR: Good norning. Today is
Thur sday, June 26, 2003. | would like to wel cone
everyone to today's public workshop on the initial
draft of the Florida Uniform Market Area Guidelines
dated June 9, 2003.

My nane is Al Mobl ey, Revenue Program
Admi nistrator, with the Departnment of Revenue. And
sitting to my right is M. Steve Keller, Chief
Attorney for the Department's Property Tax
Admi nistration Program M. Keller and | will be
the co-nmoderators for today's workshop. At this
time, | would ask the other nenbers of the
Department of Revenue in attendance to introduce
t hensel ves, beginning with Adrian, please state your
nanme and position.

M5. ROGERS: Adrian Rogers, tax |aw
speci al i st.

MS. KEMP: Claudia Kenp, attorney with the
Property Tax Adm nistration.

MR. BEGGS: Davi d Beggs, programdirector.

MR. KELLER: Today's public workshop is
noticed in the June 6, 2003, Florida Adm nistrative
Weekl y.

This is a public workshop, noticed

consi stent with Subsection 120.54(2), Florida
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Statutes, held for the purpose of receiving comments
frominterested parties regarding potentia

i mprovenments in the initial draft of the Florida

Uni f orm Mar ket Area Cuidelines dated June 9, 2003.
Anot her public workshop on this initial draft was
hel d on June 24, two days ago this week, in

Tal | ahassee, Florida. These public workshops are
being held on different days and in different

| ocations in order to maximze opportunity for input
from Florida stakehol ders. Copies of this draft
docunment and the notice for today's workshop were
mailed to all persons on the Department's interested
parties list, including all 67 Florida property
appraisers. Also a draft docunent and the workshop
noti ce were posted on the Departnent's guidelines
web page.

Remenmber all conmments made here today
along with any witten comments that are submtted
wi |l becone part of the public record.

THE ADM NI STRATOR: The format for this
wor kshop is informal. Once again, we are here today
to receive public comment on the initial draft.

And, therefore, Departnent of Revenue staff will
keep their discussion to a minimmto allow nmaxi num

opportunities to input fromthe interested party in
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attendance today. Each tine you step up to neke
comments, please begin by clearly stating your nane
and the organi zation or office you represent. And in
that regard, if you have not already signed the
sign-in sheet provided at the back of the room

pl ease do so now.

Does everyone here have a copy of the
initial draft of the Florida Uniform Market Area
Cui del i nes dated June 9, 2003? |If anyone does not
have a copy, these are available at the back of the
room

Does anyone wi sh to subnmit witten
comments on the June 9, 2003 draft of the Florida
Uni form Mar ket Area Cui delines.

MR, KELLER: To briefly describe how we
got to where we are today, in 1993 a provision was
i mpl enented in Section 193.114 Florida Statutes that
requires property appraisers to place a market area
code on each real property parcel acceptable in
1996.

This statute also requires the market area
code to be established according to Departnment of
Revenue Gui delines. The year 2000 General's report
recommended that the Departnment pronulgate Uniform
Mar ket Area Guidelines as required by the statute.
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The Departnent began the public process of

devel opi ng the Market Area Cuidelines in January of
2001. This process of the pronul gati on of the

Fl orida Uniform Market Area Cuidelines have been
designed to neet the provisions of Section 193.114
and 120.54 of the Florida Statutes.

For the purpose of receiving comments and
input fromall interested parties the Departnent of
Revenue has previously held four public workshops on
the subject of Florida Uniform Market Area
Gui delines on the foll owi ng dates: January 4, 2001
in Olando; April 3, 2001 in Tall ahassee; June 26,
2002 in Tall ahassee; and July 9, 2002 in Ol ando.
Transcripts fromthese four public workshops have
been posted on the Departnent's Guidelines web page.
The input received fromthese previous public
wor kshops have been reviewed and considered in the
initial draft that we have here today, the Florida
Uni form Market Area Cuidelines that are the subject
of today's public workshop

THE ADM NI STRATOR: The initial draft of
the Florida Uniform Market Area Cuidelines dated
June 9, 2003 is based on the foll ow ng:

No. 1: Florida | aw manual instructions
and regul atory requirenents.

Accurate Ol ando Reporters, Inc.
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No. 2: Public input fromFlorida property

apprai sers and their representatives.

t axpayer

publi cat

No. 3: Public input fromFlorida
s and their representatives.

No. 4: Information fromcertain
i ons and professional organizations.

And No. 5: The research and analysis

provi ded by the Departnment of Revenue staff.

I nt er net

avai l ab

MR, KELLER: 1'm going to go over the

web page which we made a copy of. Its

e in the back of the room Does every

one

have a copy of this page fromthe Departnent of

Revenue'

s web page? | would like to direct yo

ur

attention to this page and this page can be found at

t he addr

sheet .

avai l ab

Fl ori da

sorry --

ess in the upper right-hand corner of the

As you can see, the following itens ar
e on the Cuidelines web page.

The first itemis the Overview of th
Real Property Appraisal Guidelines --

an Overview of Draft Market Area Guid

Devel opnent in the nmiddle of the page here

descri bi

process.

ng the Market Area Guidelines and the

There are the transcripts fromthe p

mar ket area workshops. There's the notice of

e

e
I''m

el i nes

rior

public

wor kshops for the 24th of June and today's workshop

105 East

Accurate Ol ando Reporters, Inc.
Robi nson Street, Suite 301, Ol ando,
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June 26th in the center of the page. There's the
initial draft of the Florida Uniform Market Area
Gui del i nes dated June 9th of 2003. And there's an
address to send witten comments to the mail
address. There's also an E-nmmil |ine where you can
E-mail coments to an E-mail address by clicking on
that link. No confirmation E-mails will be sent.
All witten and E-mail comments received will become
a part of the public record. Copies of coments
wi |l be nmade avail abl e upon request. Pl ease submt
all your comments no later than the cl ose of
busi ness on July 3, 2003. Comrents can al so be faxed
to the followi ng tel ephone nunbers, fax nunbers
(850) 922-9252 or (850) 921-2983. The Departnent's
gui deline web page will be updated periodically as
t he Guidelines' devel opment process nmoves forward.
Bef ore we begin taking public comrents on
the initial draft, we would like to share with
everyone sone inportant background information on
the need for the Florida Uniform Market Area
Gui delines. This background information is in
addition to a specific statutory requirenent
descri bed here a few m nutes ago.
Does everyone have a copy of the four-page
handout that | ooks like this? These are available
Accurate Ol ando Reporters, Inc.

105 East Robi nson Street, Suite 301, Ol ando, FL 32801
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at the back of the room for anyone who does not have
a copy.

The first page on this handout has
excerpts fromtw statutes that | would like to read
into the record. They are both in Chapter 195,
Florida Statutes, entitled "The Property Assessnent
Admi ni stration and Fi nance Law. "

The first statute is 195.0012 Legislative
intent: It is declared to be the |egislative
purpose and intent in this entire chapter to
recogni ze and fulfill the state's responsibility to
secure a just valuation for ad val oremtax purposes
of all property and to provide for a uniform
assessnent as between property within each county
and property in every other county or taxing
district. Enphasis is on the word "uniform there.

The second statute is 195.027 entitled
"Rul es and Regul ati ons" which subsection (1) reads:
The Departnent of Revenue shall prescribe reasonabl e
rul es and regul ations for the assessing and
collecting of taxes, and such rules and regul ations
shall be followed by the property appraisers, tax
collectors, clerks of the circuit court, and val ue
adj ustment boards. It is hereby declared to be the

| egislative intent that the Departnent shal
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formul ate such rules and regul ati ons that property
will be assessed, taxes will be collected, and the
adm nistration will be uniform just, and otherw se
in conpliance with the requirenents of the genera

| aw and the constitution. And again, the enphasis is
on the word "uniforn in that statute.

THE ADM NI STRATOR: Now, | would like to
ask everyone to turn to the second page of the
four - page handout. There's nunbers on it. The
headi ng on the top of that is a table of nunbers.
And the table is sorted by parcel counts. And this
tabl e contains actual information on stratum one
parcel counts and stratum one sales counts as
reported on, | believe, the 2002 final assessnent
rolls. The sale data are for the cal endar year 2001

For those of you who nmay not be famliar
with the statutory stratum

Stratum 1 is generally conposed of
single-dwel ling residential property, condoni nium
single-fam |y hones, nobile honmes, et cetera.

The first colum is entitled Stratum 1
parcel counts. And these are the number of
Stratum 1 parcels in each of Florida's 67 counties.
And all of the data in this colum is sorted in
ascendi ng order by parcel counts. So we can | ook at
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this informati on and get sone idea of the trenendous
variation that we have in our counties as far as the
nunber of Stratum 1 parcel counts which is a very
good i ndi cator of the size of the county in terns of
popul ati on and other data as well.

As you can see in the beginning, our
smal l est county has a little |less than 1,500 parcels
all the way up to our |argest county that has over
6, 000 parcels.

The second colum in this table is titled

"Rel ative Percent Change." And this is a tabulation
whi ch shows a relative percent of increase in parce
counts as you nove down the list of counties. So
this kind of gives us a list of a visual of how the
parcel counts increase as you nove down the |ist.
We can see that there's quite a bit of variation in
that as well, as you probably expect.

The third colum is titled "Stratum 1 Sal e
Counts." These are actual data reported on the
assessnent rolls and anal yzed by the Departnent's
roll evaluation progranms. And as we can see | ooking
down the list, there's a pretty good correlation
there in terns of the relationship between sale
counts and parcel counts.

The fourth colum is titled "Stratum 1

Accurate Ol ando Reporters, Inc.
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Mar ket Area Counts." These are the actual nunber of
Stratum 1 parcels reported on assessnent rolls --
I"'msorry -- Stratum 1 market areas reported on
assessnent rolls. In other words, these are the
nunber of market areas that have Stratum 1 parcels
on assessnent rolls. As we can see noving down the
list, there's a variation of that. And we woul d
probably generally expect to see some reasonably
strong correl ati on between the nunber of narket
areas and the nunber of parcels. This sort of shows
us an understandi ng of the need for Uniform Market
Area Cuidelines. The statutory requirement that you
have marked on assessnment rolls, according to the
Department Guidelines, | believe was invented in
1994, problens that the Departnment has never
devel oped the Uniform CGuidelines. So that's why we
have this process now.

The next colum is titled "Low Parce
Counts For Market Area." And to the right of that is
anot her colum titled "Hi gh Parcel Counts Per Market

Areas." These two sets of nunbers reflect the range
in parcel counts within Stratum 1 market areas
wi thin each county. |It's high and | ow nunbers. And

as you can see going down the list, there's a

significant variation in these nunbers both conpared

Accurate Ol ando Reporters, Inc.
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left to right and noving down the |ist as well

The last colum is titled "Mean Parce
Counts Per Market Area.” And these are the average
nunmber of parcels per market area within each

county. And that shows a significant variation as

wel | .

I f everyone now woul d, please, turn to the
second -- I'msorry -- the third page of the
handout. |It's the second page with nunmbers in it.

The title of this table is "Sorted By
Parcel Counts Per Market Area." And it starts out
with the sane basic information from assessnent
rolls.

The first colum is titled "Stratum 1
Par cel Counts" which we described previously.

The second colum is "Stratum 1 Sal e
Counts".

And the third colum is "Stratum 1 Market
Area Counts" as purportedly reported on assessnent
counts.

The fourth colum is titled "Parcel Counts
Per Market Area" which we discussed previously. The
difference is in this table all the data are sorted
i n ascendi ng order by parcel counts per nmarketing
area. And these are actual data that exist now. And

Accurate Ol ando Reporters, Inc.

105 East Robi nson Street, Suite 301, Ol ando, FL 32801
407/ 246- 0046 Fax 407/ 246-8084



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

13

we can see there's quite a bit of variation. As you
nove down the list, we have starting with about two
hundred parcels for market area, and noving down the
list we get over 70,000 parcels, and then up to
about 86,000 parcels.

The last colum in this page is titled
"Rel ative Percent Change." And this is a
calculation. It just gives us a visual analysis of
how t he parcel counts per market areas changes
per cent agewi se as you nove down the |ist of
counties. And once again, we see quite a bit of
variation there.

MR. LARSEN: Parcel count colum is the
mean parcel ?

MR, KELLER: Yes.

THE ADM NI STRATOR: | f you woul d, when you
speak, identify your nanme for the court reporter

THE REPORTER: What's your nanme?

MR. LARSEN: Lance Larson.

THE ADM NI STRATOR: We are now on the | ast
page of the four-page handout. And this is a table
of nunbers as well. This is titled "Sorted By Sal e
Counts For Market Area."

The first three columms are the basic

i nformati on as we discussed previously. Stratum1l
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it's -- I'msorry -- the first colum is titled
"Stratum 1 Parcel Counts." The second columm is
titled "Stratum 1 Sale Counts."™ The third colum is
titled "Stratum 1 Market Area Counts.” And the
fourth colum is "Sale Counts Per Market Area." Once
again, this is the nmean average sal e counts per

mar ket area

And in this particular table all the data
are sorted in ascendi ng order by sale counts per
mar ket area. So you can get sonme visual analysis of
the variation that we currently have.

And in the |ow end we have the counties
with less than ten sales for market area there al
the way up to the high end we have a couple counties
with significantly over 5,000 sal es of market area.

The last colum on this page is titled
"Rel ative Percent Change." And this is the
cal cul ation which shows us the percentage change in
sal e counts for market area as you nobve down the
list of counties. This gives us another quick
vi sual analysis of the visualization we see
currently. And we're provided this information just
as a preface to the discussion today to show that
there is a need for uniform market area guidelines.

And as we nentioned earlier, this process, this
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proj ect has been around for a while. And the
Department has now recently devel oped the first
draft. And we're hol ding public workshops to get
f eedback and nove the process further.

Does anyone have questions on that?

We' Il now begin taking public coments on
the initial draft of the Florida Uniform Market Area
Gui del i nes dated June 9, 2003. If there's -- people
can have mnultiple opportunities to speak on
subj ects, when you speak the first tine if you want
to focus on a particul ar subject and have additi onal
opportunity to followup or if you have all your
comrents and you just want to give themall at once,
that's certainly fine, too. W're being infornal
here.

Do we have a drumroll? M. Keller is a
famous nusician, in addition to being a sheriff.
Wth his new hat, he's a sheriff. |If we need nusic,
we can get it.

M. Rahol will start off.

MR, RAHOL: | will save nost of my conments
for later. If | start with one, everyone else wll
go.

THE REPORTER: Nane?

MR. RAHOL: Vincent Rahol, St. Lucie County
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Property Appraisers. In the handout it indicates
it's declared to be the purpose of the entire
chapter to recognize and fulfill the State's
responsibility to secure a just valuation for tax
purposes of all property to provide for uniform
assessnment between property of each county and every
other county that's in the district. | think the
property appraiser's main responsibility is to
provide for a proper valuation, a just valuation of
all property inits county.

THE ADM NI STRATOR:  You need to speak up

MR. RAHOL: Regarding the |egislative
intent, I'lIl touch on it instead of reading off this
since everyone has a copy.

The primary purpose tal ks about securing a
just valuation which is the responsibility of the
property apprai sers throughout the State of Florida.
Al so then, the Departnent of Revenue woul d nake sure
it's uniform The property appraisers office would
like to do that as well, making sure there's equity
and uniformty.

Wth that in mnd, as | read through the
gui delines, the draft for the nmarket areas, there
seems to be a little bit of contradiction in that

| egislative intent and nmaybe the way the guidelines
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are established. | think | understand why the
gui del i nes are being established the way they are
for purposes of ratio studies. | think that's in
conflict with the legislative intent, securing a
just valuation and just uniformty. |f nmarket areas
are designed in manners or are dictated by the
quantity of sales, | think it's going to distort
what | would in ny own opinion have defined in ny

m nd as a market area.

VWhat | defined as a market area does not
necessarily nmeet the requirenents that are being
proposed in the guidelines that are really centered
around quantity of sales nore than a proper
definition of what the nmarket area m ght consist of.
So | have a little bit of a concern and a conflict
between that. |If | start establishing market areas,
it would be based on the number of sales, in ny
county this year, for exanple, we have approxi mately
5,000 vacant single-fam |y residential sales. Based
upon a nunber of sales per stratum you have in sone
of these tables, | may have a nmarket area that
consists of small several blocks because we have
al nost all blocks, and it would be a small|l boundary
that's not really defining a true nmarket area. And
based upon what |'mreadi ng here saying that we have
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to establish certain nunbers, and you're saying you
will tell us how many market areas we need to have
it doesn't really truly reflect the markets we are

| ooking at. That's where I"mhaving a little bit of
trouble. 1'Il sit down after this, because unless |
get feedback fromyou as an appraiser as to your

val uation and your val uing property, what do you

| ook for and establish what you m ght consider a

mar ket versus making it certain statistical nunbers
as far as being a certain nunber of sales.

The last thing | would like to say al ong
that is in my mnd, a market area for Stratum 1
woul d be the sanme as the market area for Stratum
No. 4. However, based upon the sal es nunbers, that
coul d change how we woul d have to arrive at our
mar ket area boundari es.

THE ADM NI STRATOR: |'Il hear a few
comments. M. Keller may have some comments
regarding how this relates to the statutes.

We are basically, | think we all agree we
are tal king about mass appraisals here, and we're
tal ki ng about val uation of mass apprai sal results.
For whatever you want to use a narket area for, the
mass appraisal, if you don't have enough market data
to do sonething with, the process is neaningless. |
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think throughout the literature, |I think we had an
excerpt in here that nmentioned that, the need to
have adequate sales data within whatever unit you
are |l ooking at, whether it's the market in your

nei ghbor hood or whatever. And | think there are

ot her references throughout the professiona
literature, and | think in practical situations that
| am aware of, and different counties that maybe put
alittle nore focus on this, it's not that the
nunber of sales perfectly drive the delineation
process. It's not that you're | ooking for 188 sal es
in every market area, you draw your little lines for
mar ket area, so you get 188 sales. But on the other
hand, it's certainly relevant to any application of
mass appraisal in ratio states that you need to have
enough sales within a market area or the exercise is
meani ngl ess. So to us there has to be sone
consideration there. And we don't really know any
way to get around that issue.

MR. KELLER: We are al so seeing situations
where you have too many sal es.

THE ADM NI STRATOR: Exactly.

The issue in terns of using market areas
as an analysis tool, you get to a certain point
where you have 70 sales that you night have so much
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variation within that larger area or you certainly
could use nore stratification by market areas to
test the mass appraisal results using ratio studies
and gi ve reasonabl e assurance that, yes, these
results are uniform We have utilized the avail able
sales data in the nost efficient way possible within
reason to denonstrate uniformty in the assessnent
roll. So there are -- there's got to be judgnent
here in obviously howthis is applied. You can't
drive around a county, and there's not signs out
there saying this is the end of market area one or
mar ket area two.

The existing literature is very general
very vague and broad. There are discussions of
concepts such as a nmarket area is a |l arge
geographi cal area conprised of simlar properties,
subj ect to similar economc inplements. Well, that
sounds nice. But when you actually start trying to
use that information, and all the additiona
di scussion flowing out of that in ternms of, okay
what's this telling me in terns of creating nmarket
areas, and then you have five equally
experienced-qualified experts go |look at a
situation, you will have tremendous variations and
results.
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The existing literature has been out there
for quite sone tinme on the subject. And the
Department has not produced uniform guidelines. But
I think everyone has to agree there's trenendous
variation in the opinions on what constitutes a
mar ket area. And we could fill this document with,
you know, lots of broad reform discussions that we
find in the literature. But that's really
meani ngl ess. We try to boil this down to its

essenti al el ements.

And in the discussion -- we nmay get to a
speci fic paragraph later, | will just throwit out
now -- there's discussion of sone considerations for

i dentifying nmarket area boundaries. And it talks
about obviously expressways, nmaybe some natura
features that m ght be in the boundary. It talks
about changes in property type, changes in property
si ze, changes in property style, changes in
construction quality, changes in the quality of
property mai ntenance. All of these things are

mani festations in a practical sense, something you
can drive around and get a good |ook at or identify
on a map, that give you sone indication of where a
reasonabl e boundary m ght be or where you could put

a reasonabl e boundary. The |ong random preforned

Accurate Ol ando Reporters, Inc.

105 East Robi nson Street, Suite 301, Ol ando, FL 32801

407/ 246- 0046 Fax 407/ 246-8084



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

22

di scussions we find in the literature once again
really don't help that nuch. So that's sone of the
t hi nking that went into this.

We realize it's a little bit -- there's
never been any guidelines. And this is our first
draft. And there's numbers, there's tables with
nunbers. And we realize that can be the first tinme
that's | ooked at sonething a little different. But
with the intent for the overall result fromboth the
property appraisers' activities and the Departnent's
activities being uniform assessnents, we need
uniformunits by which to neasure the results. And
if we're looking at uniformunits and get the
uniformresults, then we have done all we can to
meet our responsibility, recognizing the uniformty
is not going to be perfect. There's going to be
ranges, and variation, and parcel counts for market
areas, et cetera based on where the boundaries m ght
be perceived to be. And we recognize that.

And we are | ooking at ways to get feedback
fromeveryone to help us produce a docunent that's
wor kabl e, but that also is going to result in
uniformty. And we see what we have right now based
on the existing body of know edge. No one can

pronote the claimwe have uniformty. That's the
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goal we are trying to reach with this. And we need
your help with this.

M. Keller, after all that.

MR, KELLER: | guess the only thing
really should add is on Page 2, if you |look at
Page 2 of this draft, there's the quote from
Section 193.114. And it says: The Departnent shal
promul gate regul ations and fornms for the preparation
of the real property assessnment roll to reflect: A
bri ef description of the property for purposes of
| ocation and, effective January 1, 1996, a market
area code established according to Depart nent
gui del i nes.

So if you take the term "established
according to the Departnent Guidelines" and connect
that up with the idea of uniformty that we tal ked
about in the other two statutes, that's the process
here that should be uniformis that the codes should
be established according to the guidelines. That's
the reason we termed that "uniform market area

guidelines.” So it's a process by which the code
woul d be established or market areas woul d be
established for purposes of revenue that woul d be
uni form across all counti es.
THE ADM NI STRATOR: | woul d add one thing
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to that.

Recogni zing that there may be -- given the
fact that there's sone gray area in this and there
al so may be sone very strong opinions on how a
mar ket area ought to be in a county that m ght want
to use it in the value production process, which is
not addressed in this docunent by design, any
geogr aphi ¢ codi ng systems, market areas,
nei ghbor hoods, site groups, or whatever the county
may want to use in their own internal process is a
matter of discretion on the part of the county. And
this document stays away fromthat to provide for
that discretion.

If in those cases there are existing
geographic stratification coding systens that the
county feels really strongly about, this is a code
provided by the statute. And there's a purpose for
the code to allow, both allow the Departnment and
property appraisers to evaluate unifornmty within
those markets areas using statistical and anal ytical
techniques. There is that place in there to allow
for the difference of opinion if they're really
strong.

Anyone el se?

MR. W LMATT: Good norning. M nane is Tim
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Wlmatt. |'mfromHillsborough County. W are one
of the larger counties in the State of Florida. W
have 14 market areas in our county.

I guess before I get into my issues with
the market area guidelines thenselves, | would Iike
to complinment Al and Steve Keller. | had sone
conversations with Al about these guidelines. And
think nyself, like a |lot of other folks, had
concerns about the parcel counts and the sales
counts for determ ning the nunber of guidelines. Al
challenged nme to come up with sonmething better. |
must admit, | don't have anything better. The
Suprenme Court said you can't define pornography, but
we know it when we see it. | guess that's like the
Fl ori da gui del i nes.

| guess ny concern with the guidelines is
that we in our county are not using the guidelines
specifically for ratio testing. W also use them
as Al just nentioned, to value property. W divide
the market areas and we create separate multiple
groups in the market areas.

So iy concern in terns of the guidelines
and how many market areas we should have is just a
sinple practicality of managi ng the process of

creating separate market areas as recommended by the
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gui delines and the difficult process of calibrating
each of those market areas involved in the process.
I think we end up with a reconmmendati on of 45 market
areas versus the 14 we have now. Al just nentioned
that it's not the intent of the guidelines to force
these market areas upon us, and there's sone
discretion if you already have an existing process
you are confortable with that's working for you.

I guess for ne that's nmy concern there's
| anguage that | guess is a little stronger in the
gui del i nes that does provide for that allowance, and
that these guidelines are not used against us in
court proceedings if we end up with sonething
different in ternms of the nunber of nmarket areas
that these guidelines recoomend. So | guess that's
my concern is a duo purpose for us, it's not just
for ratios, it's for actual valuation and al so
sonet hing that would, | guess, allow us our existing
guidelines if it's working for us and not allow the
gui delines to be used agai nst us. Thank you.

THE ADM NI STRATOR: Thank you.

In that regard if everyone would turn to
Page 9 of the initial draft of the Florida Uniform
Mar ket Area Guidelines, up at the top of the page

there's a -- by the way, this section begins on
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Page 7. It's titled "Intended Use of Market Areas
by the Departnent of Revenue." W are |ooking at
the intended uses. It has sonme discussion about the
statutory stratum And there's sonme discussion on
Page 8 in Section 4.3 describing the intended use of
mar ket areas by the Departnent of Revenue. And it's
based on the statutes. And | believe it's supported
by, | guess, it's in another section

And that the last section -- the |ast
subsection 4.4 found at the overall Section 4 is
titled "Use of Market Areas by Florida Property
Appraisers.” I'll read this into the record.

It says: For mmss appraisal quality
assurance purposes -- that's sort of another way of
saying testing the nmass appraisal results -- and to
proactively evaluate regul atory conpliance, which
virtually every county does, Property Appraisers are
encouraged to conduct sale ratio studies and ot her
anal yses using market areas as defined in these
uni f orm gui del i nes.

And then it goes on to say: At their
di scretion, Florida Property Appraisers are
authorized to devel op and use other geographic units
and rel ated codi ng systens, including other market
areas and rel ated codi ng systens, in the mass
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apprai sal process.

Once again, we are trying we are shooting
for uniformty with market areas as a way to neasure
uniformty of mass appraisal results. And that's
provi ded for by statutes and supported by the
literature. And we recognize that different
counties may have other systems that they are using
for certain purposes. But | will just nmake a
comrent that, let's say for exanple in a county that
may have, let's say fifteen market areas, and that
county has decided, that's just what we need, and we
are sure of it; you can have experts cone in and
say, okay. How many narket areas should be here?

One may say 31. One may say 21. Another may say
67. So we want to provide for the discretion on the
part of the counties to use what they feel is
necessary in the valuation process and that's their
di scretion. But at the sane time, we have a

responsi bility of trying to obtain uniformty and
application of uniform market area guidelines for
the State of Florida. And obviously if everyone does
everything the way they want to, we'll not get
anywhere close to the uniformty. And we see that by
| ooki ng at assessnent rolls as the way they are

currently presented.
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M. Keller, do you have anything to add?

MR, KELLER: Yes. |In that regard nmaybe we
can |l ook at Page 8 for a second, the last section
There's a quotation, | guess what we probably think
is the main use of the market areas by the
Depart ment of Revenue.

In the middle of that Statute
195.096(2)(c) it says: In addition, to the greatest
extent practicable, the Departnment shall study
assessnent roll strata by val ue groups or narket
areas for each classification, subclassification, or
stratumto be studied, to assure the
representativeness of ratio study sanples. So the
study of strata by market area enhances the
representativeness and that's an indicator of the
representativeness of the ratio study sanples of the
Department of Revenue's purpose, and those woul d be
primarily the sales ratios by these sales studies or
exclusively the sales ratio studies.

MR. BARBER: |'m Wade Barber from Pasco
County. If | can put this sinple, just for
clarity's sake on ny behalf, what you're saying is
you don't care how they cut up our county to arrive
at our values, et cetera. You can call them

nei ghbor hood codes. Call them what you |like. You
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don't necessarily want to see those on the tape we
submt to the Departnent of Revenue. W are all owed
to submt the neighborhood code on the tape. That's
not required. What is required is the nmarket area.
And so all we need to do is when we | ook
at these guidelines is say, we'll come up with our
val ues however we want to. How the Departnent of
Revenue goes in and runs their statistical analysis,
in part, is up tous. So this is an opportunity for
the PAs to say, when you're studying ny tax roll
this is how !l want you to cut it up. Now, | wll
say that when | | ook at our county, and you say our
comercial strata we have two areas based on the
nunber of sales that we have, at first, ny dander
got up. | said that's about as nuch neani ngful ness
as if | said all the even addresses go in one group
and all the odd addresses go in another group. |
said that's not what they are asking for. They are
asking for is we're going to cut this so we have
roughly forty sales in each group in each narket
area for this strata. You tell us how you want that
cut. If that is what we are after here, then this
is a fine docunent. The only thing | will caution
you is if you don't put the discretionary process

you describe in 4.4 is not related to what we spent
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on the tax roll, am| correct in that statenent?

THE ADM NI STRATOR: Correct.

The market area code submitted on the
assessnment rolls may be used for whatever additiona
purposes. But the intent of having it here is as a
geographic code that's devel oped according to the
uni form gui del i nes for the purpose of nmass appraisa
qual ity assurance using ratio studies.

And you're exactly correct. This is not
about providing guidance on how to produce val ues.
That's not a part of this docunment. There's rea
property guidelines for that that has its own set of
| egal framework supporting the production and use of
that document. This is a different thing for a
different stated purpose. \Whatever property
appraisers, in addition, want to use it for is
fine. If the property appraiser wants to call their
t hi ngs mar ket areas, or nei ghborhoods, or whatever
name they want to put on it is purely a matter of
di scretion, yes.

MR. BARBER: So we are all on the same
baroneter, you may have standards you apply to Pasco
County, those standards are going to be influenced
in part on how the other counties are coning in.

That's whether we want to admit to that or not, that
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wi || happen over tine. So with that in mnd, 'l
say that the one thing this docunment needs, and
maybe it's in here and | just have not picked up on
it, is that there needs to be m ni mum and maxi m
size so we can account for these things.

I can understand one thing. |If you
i ncrease your sanple size, the nore normalcy is
going to be put in there. It may not be nornal cy
across the board. It is going to be by virtue of
the size. Wen we start | ooking at thousands upon
t housands of sales, it's going to |ook real good
when you | ook at the natural central tendency. So if
we're going to do this, let's do it with mninm
maxi mum si zes. And | et everyone understand they're
not saying this is an appraisal tool. It's in
there. But | think it's alittle bit hidden

One | ast question. Have you done any
review for those counties that do report
nei ghbor hoods on their take subm ssions? |1Is there
any correlation between that and the nunber of
mar ket areas that they have, the number of different
nei ghbor hoods conpared to the nunber of different
mar ket areas? That's for curiosity.

THE ADM NI STRATOR: |'m not aware of any

analysis that's been done on that. I"'mnot famliar
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with how we woul d separate out what's reported as a
nei ghbor hood versus people that are highly detail ed
nunber people. W' re slightly busy right now with
relative role valuation process.

MR. BARBER: Thank you.

THE ADM NI STRATOR: There is reference -- |
wi |l not have anybody flipping through pages right
now -- but there's reference in the docunent, |
think it's probably toward the end, that tal ks about
t he possi bl e devel opnent of ranges as you tal k about
m ni mrum and mexi mum parcel counts for nmarket area
that woul d provide discretion, but it would al so
provi de sone reasonable limts in order to achieve
uniformty. We are just not to the point of really
specifying that. W got to a certain point with this
and said, okay, this first draft has sonme issues
laid out there. We'IIl certainly be getting sone
feedback. So any reconmendati ons anyone has on
that, you want to submit witten reconmendati ons,
there's an address on our guidelines web page. Send
themin. W'IIl certainly wel cone any ideas on that.

MS. SHEI BENBERGER: Good nmorning. |I'm
Sal | y Shei benberger from Sem nol e County.

On Table 2A is where you really broke it

down, Stratum 1l with the parcel count, how many -- |
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guess this is your recommendati on for how many
mar ket areas the different counties should have.

THE ADM NI STRATOR: This is one of two
i ndi cati ons which the guidelines said should be
considered. Table 2A is one distribution of market
areas for Stratum 1 property. And then Table 2B is
anot her indication.

MS. SHEI BENBERGER: Okay. For mny county |
found |I'm supposed to have 27 market areas. Right
now | have six. | have sone work to do.

What |'m wondering is | know you didn't
| ook at my county and geographically come up with
these 27 locations. Can you, please, explain to us
like what fornulas you use to figure out parce
nunber of counts and sales counts to conme up to the
27? | think I need to know if there was some
programm ng or sone fornula used.

THE ADM NI STRATOR: It's not very
conplicated. And it's explained | believe in pretty
good detail in the docunent.

If we could, in that regard we are | ooking
at Table 2A which is in the addendum of the initia
draft, | would like to ask everyone to | ook at the
third page of the four-page handout we nentioned
previously. If we could look at the third page up at
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the top, it's titled "Sorted By Parcel Counts Per
Mar ket Area." And if we look at that table Sorted By
Parcel Counts Per Market Area, the fourth colum
there -- and by the way, this is based on the actua
information that's currently reported on assessnent
rolls. It's out there right now. W |ook at the
fourth colum on that page, it's titled "Parce
Counts Per Market Area," and all these data are
arranged in ascending order. So what we currently
have on assessnent rolls is a range in parcel counts
for market area per Stratum 1 property from about
200 parcels all the way up to about 86, 000 parcels.

I think anyone who has been a part of devel oping

mar ket i ng areas of geographic units, will admt
that's a pretty extrene range. It doesn't really
cone anywhere close to conformty.

If we | ook back at Table 2A, which is the
subj ect of the question, if we |look at the third
colum, that's called Estimted Parcels Per Market
Area. That starts with about 1,550 parcels per
mar ket area. And down at the bottom of the list for
the | argest county, the |largest counties, we get to
about 6600, 6,600 parcels per nmarket area. So we
have a range there of about 1,500 of the 6,600 which
is still a pretty good range, but it's a nmuch nore
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narrow range that provides us with the ability to
develop a uniformdistribution of market areas.
It's certainly not perfect. That represents a much
nore narrow range than the information we currently
see reported on assessnent rolls. And that was the
basi c thinking that went into the analysis.

MS. SHEI BENBERGER: And how was t hat
cal cul ated as estimted parcel s?

THE ADM NI STRATOR: We started out by
| ooking at the relationship between nunber of sales
and | ooking at how the nunber of parcels would
result in -- if you look at colum 6 on Table 2A
which is indicated sal es per market area, that
calculation is perfornmed as is well explained in the
narrative of the docunent as taking the nunber of
actual Stratum 1 sales in each county and dividing
that by the indicated distribution of the nunber of
mar ket areas for a particular county. And we can
see the nunmber starts out with 36. There's sone
variation there. You will see nore of that in the
smal | er counties, because you have nuch snaller data
sets to work with.

And, in fact, this analysis shows three of
the smal |l est counties do not have the data to really

warrant nore than a single narket area for Stratum 1
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property. And it progresses down the |ist.

And with a distribution of market areas,
we are limted to two days of code. We know what
the high end, the biggest county, we can't have nore
than 99 nmarket areas. And the spread sheet creates a
di stribution of market areas that makes it the best
avai |l abl e use of avail able sales data while staying
under 99 narket areas on the high end and providing
for a consistent distribution of market areas as you
| ook down the list of counties that are sorted by
parcel counts per market area.

M5. SHEIBENBERGER So it's a statew de
statistical analysis of all counties to conme up with
what each county should have, is that correct?

THE ADM NI STRATOR: Well, | don't know how
you define statistical

I think this is a very sinple mathematica

anal ysis of existing data that's based on the | ow
end, is there -- to answer your question, is there
enough parcel counts and sales data in a particular
county to warrant even nore than one market area?
We see at the low end there is not enough data to
warrant. Based on the intended use of this market
area is to have nore than one market area. And on
then on high end we are limted by a two-digit
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code. So we've got to have | ess than 99 market
areas on the high end. And in between you want to
have sone reasonable uniformty. So we | ook at a
county with a certain size. And it's not a perfect
science. Wth a county of a certain size you expect
to have a certain nunmber of nore market areas than a
smal | er county.

Ri ght now what we have, if | can take
everyone's attention back to the second page of the
four-page handout, this is the first page of nunbers
of this handout. And up at the top it's titled
"Sorted By Parcel Counts."” And all these data, each
line of data represents a Florida county. All these
data are sorted in ascendi ng order by parcel counts,
smal | est county to largest county. |f we |ook down
at the bottom we have our two | argest counties which
are right about at 600,000 parcels, have fewer
mar ket areas right now on assessnent rolls than two
counties with 6,000 per fewer parcels. The
distribution is -- the intent is to go beyond that.
VWhat we have right now is nothing close to
uniformty.

MS. SHEI BENBERGER: | understand all that.
But that's what I'mtrying to figure out, is when
you | ook at an individual county, you expect ten
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percent of the sales activity to be within these
different market areas, or I'mtrying to figure out
how you actually cane upon knowi ng we shoul d have 27
-- it sounds |like you | ooked at all the counties
within the state. There's sone sort of graph or

di stribution or sonething out there that then each
county's parcel count to sales count; is that

avail abl e on your website?

THE ADM NI STRATOR: This is the anal ysis.
The analysis is relatively sinple. 1It's based on
actual date reported to the Departnent on assessnent
rolls.

MS. SHEI BENBERGER: Ri ght .

THE ADM NI STRATOR: The cal cul ations in
these tables, | believe -- maybe sonebody can
correct me or really will explain -- you have
probably nine or ten pages explaining the
calculations. There's not really any mystery to
this. There's not additional data to look at. |'m
not a very good graphics person.

MS. SHEI BENBERGER: | read the data, and
read all the reports that were given to us. | stil
don't understand how exactly you came up with how we
shoul d have 27 nmarket areas. And that's, |'mjust

trying to figure out how you | ook at the county,
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because | know it's not geographical. Like | said,
you didn't go to our county and say this is swanp
area, so forth and so on. You didn't |ook at sales
activity to know that it's honbgenous and it should
all be together.

I need to know how you're | ooking at it
and dividing up ny county so that when | go back and
I have to inplenment this, I know that I'mdoing it
the way you want to see it done. That's what ['m

havi ng problens figuring out where the 27 canme from

how my county was divided that way. | see the

di stribution fromthe other counties. | don't know
if it's a straight calculation across. It's
obviously not -- you want ten percent of your sales

in each market area. That's what |'m having
problems with. | read the docunents. [It's not
clear to ne.

THE ADM NI STRATOR: Hitting on the anopunt
of tinme we have in the workshop, maybe we can wal k
t hrough sone of the detail on this. But |I'mputting
out a draft. And hopefully what's indicated here is
pretty clear. | think every columm is expl ai ned.

| guess what you're saying is we have a
nunber here.

MS. SHEI BENBERGER: Right. How did you
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arrive at that nunber?

THE ADM NI STRATOR: | think the docunent is
pretty clear on that. Once again, if we have tine
to go into that, we want to get everyone's comments.
I think what M. Barber said earlier about dividing
some mni mum and maxi mum si zes. |If you take that --
that will obviously is going to be sone |leeway to
work with inplying market areas. There's di scussion
wi thin the docunent here on consideration over
boundari es. There's discussion of natural nman-nmade
and econom c issues that can be | ooked at.

MS. SHEI BENBERGER: Absolutely. And we
woul d be aware of that in our county. But | don't
think you woul d be aware necessarily of all those
i ndi vi dual issues when you canme up with what you are
t hi nking of as a correct nunber for market areas for
counties. I'mthinking it's nore mathematical than
statistical. Because we alnost feel they should be
cal l ed market areas. But they are substrata.

THE ADM NI STRATOR: Wel |, the document has
-- nunbers exist. One of the things | |learned from
M. Keller recently is that you will get very few
people to agree on what a market area is. Okay.
|'ve debated this issue with respected col |l eagues

and brought it around the country. And everyone can
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read the sane part of the literature and conme up
with drastically different opinions on what that
means and apply it to a specific situation

The one thing | learned fromM. Keller is
I think we have to agree that a market area contains
parcels and it contains sales. And | think we | ook
at the data provided currently on assessnent rolls,
it shows that there are parcels and there are
sales. And there are -- there's --

MS. SHEI BENBERGER: Ways to distribute them
to do ratio studies.

THE ADM NI STRATOR: There's basic anal ysis
techni ques that are applicable, the ranges,
distributions, the ratings, |ooking at the sinple
tenancy that are used to analyze each set of data.

MS. SHEI BENBERGER: |'Il sit down. | want
to have tine to go through the procedure of
under st andi ng how to inplenent and divide up what
you' re thinking how we should | ook at our areas for
mar ket areas. | hope we have tine to do so today.

THE ADM NI STRATOR: | want to caution you.
We're not solve everything here today.

What would be really helpful is if some of
the people in the audience or if you have specific
recommendati ons on how to nmake this document better
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so that No. 1, we can achieve the uniformty
responsibility I think we all have; and No. 2, that
it's sonething that's workabl e and neani ngful that
provi des gui dance on how to inplenent it in a

speci fic county, recognizing in a single docunent
you are not going to be able to specify boundaries
for every one of the 67 counties. There has to be a
guideline and it has to be followed in comng -- the
results should be a reasonably uniformdistribution
of market areas in the counties. So that's our

goal. Any recommendati ons you have on hel pi ng us
achi eve that goal, that's why we are here

MS. SHEI BENBERGER: Ckay. | will work on

THE ADM NI STRATOR: Thanks.

M. Rahol will now provide all the
answers.

MR, RAHOL: Mbre questions. Vincent Rahol
| didn't catch your name. But that's the quandary |
try to talk about when | first got up here was that
when we are trying to divide these things and
separate them | understand the problemyou're
havi ng.

And | think what we need to | ook at is the

bal ance between your need to review and property
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apprai sers' responsibility to value the property in
a manner that we don't have to necessarily have to
overburden ourselves in trying to address all these
different potential market areas and may not
necessarily be appropriate how we would divide them
That's where |'mcoming from

I will say this. | really believe the
Department of Revenue's job and our jobs are very
simlar. W are all trying to make sure that the
val ues are the best possible for all the citizens of
the State of Florida. | know the property appraisers
work hard at that. And | know you guys have the
responsibility of making sure of that. And it's not
a perfect system | appreciate the information |
get back fromthe Departnent and it helps nme in
maki ng corrections in areas we need to correct and
use as gui dance.

On the other hand, as the speaker
menti oned, ny situation was the sane. How am |
going to arrive at these things? And as you tal ked
about, you know, getting feedback fromus for this,
you know, one of the things you need to | ook at
potentially is saying going back to nore traditiona
definition of market areas. And you covered sone of

that in Section 65, if | amnot m staken
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But | believe the enphasis is on the wong
part. You put the enphasis on the sales, and
understand why. If you put the enphasis on the
correct ampunt of sales on this or the m ni num
amount of sales, and rather than the actua
del i neation by geographic, what you nentioned in
ot her areas, the geographic stratification, and
bei ng geographic, and | ooking at the econom cs as
you indicated here, and the zoning, and other
things. | think that's the way it should start, in
my opinion. You should start by | ooking at that.
And then maybe there woul d be tests as to | ooking at
now as you delineate these areas. Then you need to
take a | ook at what kind of nunbers do you have in
there. Do you have enough sales counts to nake it a
good tool for the Departnent of Revenue to | ook at
our roll? Do you have enough parcel counts? [|'m not
sure parcel counts surely is a bigger criteria.
think you did probable sales counts. Parcel counts
I think should have nore flexibility.

I have a couple of examples I'mtrying to
bring up. | msread sonme of this on the back
table. Wien | |ooked at the parcel counts in the
first sheet, | thought that was our whole county,
but it was the wong one. I'mstill having trouble

Accurate Ol ando Reporters, Inc.

105 East Robi nson Street, Suite 301, Ol ando, FL 32801
407/ 246- 0046 Fax 407/ 246-8084



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

46

figuring out which county I have. | don't know if

you know which one ours is. Yes or no, you knhow

which one it is?

this. |
per haps

i denti f

wor ker s

THE ADM NI STRATOR: Since we are on

this --

MR, RAHOL: You can whisper it in my ear.

THE ADM NI STRATOR: |'Il go ahead and share

don't know. | don't think anybody here,

M . Beggs has a nmenory of every count

ed by the nunber of parcels.

y

By the way, the nanme of the counties'

are not here for a reason, because people

woul d get caught up in looking at that. This

obj ecti ve anal ysi s.

it to specific situations. But we want this

is

And we need help with tailoring

to be

objective. | just want to say this. That's a point

of curiosity |I've had nyself.

And in | ooking at

partici pants, M. Rahol has cone to workshops and

participated a lot. And here's what happened.

I'n

M. Rahol's county both of the distributions on

tabl es 2A and 2B indicated 22 market areas.

M. Rahol's county they have 22 market areas.

That's t

to get

105 East

And in

he only tinme that worked out. | don't want
nto -- that's the only thing I remenber.
MR, RAHOL: | can go hone.
THE ADM NI STRATOR: You know, out of
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curiosity, it's not really relevant to anything.
But | thought it was ironic. And since M. Raho
mentioned that, | thought I'd put that out for
everyone's entertai nment.

"Il just nention that the analysis in
Tabl e 2A is based on parcel counts of the market
area is the driving variable there. And in Table 2B
the driving variable is the sales count per market
area. And in nost cases, the distributions worked
out pretty simlar. In a certain nunber of cases
-- | have no idea how many indications are the sane
nunber of market areas -- and sone there may be sone
variation there, not tremendous variation, but sone
and that's caused by variation in relationship
bet ween nunber of sales and nunber of parcels within
a particular county relative to where it falls
within the array sorted by parcel count. | thought
it was interesting that M. Rahol is way ahead of
t he gane.

MR. RAHOL: W don't have to change
anyt hing, | guess.

The thing is, you know, again going back
to | ooking at, for exanple, the nunbers and the
sal es counts. And we have -- and they may be a

fluke. But for exanple this past year, the sales
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counts in our Stratum4 is, you know, somewhere in
t he nei ghborhood of 4,000 qualified sales.

Now, you know, all of a sudden, that
probably goes -- if you' re | ooking along the sanme
lines as in Table 4, the market area junped from one
nunber to substantially a different nunber. | think
I"'mon the right one. Seven narket areas junped.
And we are talking 1,166 qualified sales. And now we
go, if you |l ook at say based on 4,000 sal es, that
doesn't necessarily change really the market areas
we should have in place. And | think there needs to
be discretion and | eeway as to when we tal k about
especi ally maxi nrum and sonme are mni nuns, as well
di scretion to saying you can't go over these
nunbers. Because in ny own mnd, when | |ook at our
county and | start establishing narket areas |
t hought shoul d be defined, |I'mnot going to conme up
necessarily with sone of these nunbers.

| also ran into a problemin a narket
area, for exanmple, in Stratum 1, in particular, can
be very few sales. I'mnot sure if it will hit
four. It's a fairly decent-sized area. What
happens then is there's a | ot of delineation by
ot her geographic things such as waterways. And when
you cross those and go into adjacent properties
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there, now you have gone into a conpletely different
mar ket. You're tal king about a high market val ue
area to a md-level market pricewi se and all that.
Yes, you can bring those in and get to the sales
counts you need to. They don't go together. And so
to me, that becones an issue.

Now, do we have to force the nunmbers to go
and hit forty nunmbers, or whatever it is, to get to
that and add all the other properties that are not
really simlar? And | don't think that does justice
to anybody in valuation purposes or in the study of
val ue. And those are the kinds of things I'm
concerned about. W have a lot of unique things in
our county, especially this year. Maybe they are
flukes, maybe they are not. But there's been a | ot
of changes. How do you address that and tal k about
| ater as changi ng markets, and having to justify
that, and et cetera. And markets do change.

Again, my concern is that it's not so
restrictive that you can't go beyond either extrene.
You have that problem already with strata where you
don't have enough sales. WeIlIl, you have tools in
pl ace to address that. You have to use exanples. No
one likes to do that, obviously. And obviously, this

coul d conmpound the issue if you don't have enough
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sal es activity and you're using market areas for
roll approval. And all of a sudden, if you don't
have enough sal es, | understand, you have sanpl es.
You have to do that throughout the state. And if
you have 20 market areas and you're breaking that
down by value four tinmes as well, it seens |like the
statute says one or the other; if you do that, |
don't know how t he Departnent can decide that and

|l ook at that. If you do that -- | understand you
have guys doi ng apprai sals year round for one
county. | understand you don't have the staffing and
et cetera to do that, you know. But | think there
needs to be to be sone bal ance in what you are
trying to acconplish and what the property
appraisers are trying to do, and not force us to

| ook at val uing based on roll approval, but val uing
based on what, if you as an appraiser, go out and
you | ook at your market and deterni ne what area you
pul | your conps and stuff |like that. That's how we
try to look at things and | |ook at things. And
this forces us to do other things, as well. That's
my only concern.

I think we are all trying to get to the
same end. But | think it needs a little nore
flexibility and a little bit nmore definition. |
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understand the problemgetting there. But | think
there still needs to be sonme work on this to help us
get there. As the previous speaker indicated, how do
I get there? |1'm concerned about that.

THE ARBI TRATOR: |'Il meke some conments.
There's a couple of thoughts, then | think we'l
take a little break.

I think what | heard you say early on is
you were addressing the issue of how sale counts
vary fromyear to year and will there be an
expectation, you know, if you start out, the year
you establish market areas if you have X nunber of
sal es, and the next year there's a big change. There
the intent, you know, in our internal neetings in
the Departnent, we had many neetings and di scussed
issues and it resulted in a draft in consideration
of the previous input that's been out there al ong
with the literature, the law, and et cetera.

I haven't heard any expectation on the
part of anyone in the Department that we want this
thing to change year to year. CObviously, there wll
be adjustnments and that sort of thing. But | don't
think there will be an expectation there has to be a
conpl etely new market analysis every year. | think

that's unreasonable. And so that's sonething we
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need to find a way to address within here, the
underlying goal here being uniformty, but also to
make thi s workabl e and reasonabl e.

You mentioned Stratum 4 property. And
that's going to vary a lot. Because you're talking
about land sales, lot sales predomnantly. |f you
take a given year and say, here's where the sales
are and here's the parcels with this use on it, you
devel op a system for the next year, and then two or
three years later, all that stuff is built out,
maybe there's no sales, and there's a whol e bunch
over here and that kind of stuff; that's an issue
t hat anyone woul d want to submt through the public
process or any ideas anyone has here today how to
address that. But that's certainly an area that we
are |l ooking at as far as specifically providing for
docunents in those kind of situations.

The second point | would like to make in
response to your conments is where we are back to
tal ki ng about the property appraisers val ue
production process versus the quality assurance
process, the quality assurance process being the
departnent's review of the rolls. And that's
sonmet hing the property appraisers also do their
rolls testing before they send the rolls in to the
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Department. The issue of how to produce the roll and
how to | ook at properties geographically will vary
by the nethodol ogy that is used. And those are al
matters of discretion on the part of property
appr ai sers.

If we get into then tying this docunent
which is aimed at uniformty to that process, then
we are getting into saying uniformty of process,
which we can't do what. So we have to separate this
thing. And in that regard, there is -- you don't
use the same net hodol ogies to test sonething that
you do to produce it. | think that's sonething
that's really inportant for us to understand. You
use val uati on approaches and ot her different
nmet hodol ogi es to produce values. And then you have
this thing at the end, your quality assurance
process which tests the results. So there's two
different things there we're tal king about.

And this system of proposed narket areas
in this draft docunment is based on geographic
stratification of each of the seven statutory
strata.

Now, let's look at the seven statutory
strata. We use those for ratio study purposes, and

t he Department uses them all the counties use them
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But yet, let's look at Stratum 6. You don't use the
sanme base rates for hotels that you do for

war ehouses. You don't use the same cap rates for
hotel s that you do for warehouses and so forth on
the val ue production side. But yet you group the
properties together for ratio study analysis, and
that same analogy is directly applicable to the
proposed mar ket area here.

And getting into the val ue production
process is | believe M. Keller mght tell us
unwi el dy legally, nme just as a |layperson it's
unreasonabl e, and we woul d never get uniformty that
way at all if we do that.

So that's the basic thought processes
behind | ooking at this as a quality assurance thing
based on geography.

And recognizing that within a Stratum 6
you m ght have Stratum 6 market areas. But even
with Stratum 6 countywi de with no nmarket areas,
you're not going to use the same val uation
nmet hodol ogy as | nentioned for property types use
codes within Stratum 6. Again, you use Stratum 6 to
test the results because you have to have enough
data to be able to run statistics to get an

i ndi cation of the mass appraisal results. That's ny
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conments on that.

You have anything you want to add?

MR. RAHOL: One last thing. Wen you're
tal ki ng about the nunber of sales changing from year
to year, that's one part. The other part is what's
the base year? The base year, for exanple this may
be unusual, but it can happen in counties. |It's
happening in md-sized counties. It's happening in
| arger counties and in small counties.

But if you go froma base year, the
nunbers from one year you have 2,000 qualified sales
and anot her year 4,000, that's an unusual year. You
just said if this year you should have X amount of
mar ket areas, five or whatever it is, if you do it
the next year, rather than the previous year, you
can have doubl e that nunmber. And to ne there's
probl ems there. Because all of a sudden, you're
saying it's okay at this point for ne to establish
it. But if you decide to establish it at this
point, it's not a good idea. It's a bad nunber. So
I think you have to go beyond neeting certain
requi rements and | ooking nore of defining the
boundari es and nmaking sure there's adequate data in
there making it reasonable for you to study.

THE ADM NI STRATOR: That's an excel | ent
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comment. Keep in mnd this is a first draft. These
sal e data here are based on the 2001 cal endar year
Unfortunately, the departnent’'s conputer systemis
not a regional data base where a user can go in and
search and get what they want. During the tine
period this analysis was ongoi nhg, our programm ng
staff and statistical people were preparing for the
roll valuation season. And sonetines, | understand
this, and people can beconme pretty unfriendly.

We did this first draft based on 2001
sal es data. But | was able to look a little bit at
the 2000 data and conpare it. And you do see
variations in sale counts within strata fromyear to
year. So we don't have a good | ook at the 2002
sal es data yet. W' Il have that after the
prelimnary rolls are in this sumrer. And | would
like to be able to | ook at four or five years of
sales data, | would Iike to | ook at five years, and
get sone idea there. Because with recent |ow
interest rates and a lot of capital flows in rea
property fromwhat |'m hearing froma | ot of
counties, the nunber of sales have just sky
rocketed. It would be sort of setting ourselves up
for undesirable results if we base this analysis on

sal es data of nmaybe one or two years, which sort of

Accurate Ol ando Reporters, Inc.

105 East Robi nson Street, Suite 301, Ol ando, FL 32801

407/ 246- 0046 Fax 407/ 246-8084



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

57

| eads us back to what M. Barber was tal king about
sort of basing this on the basis of parcel counts
and let that be the driving thing that's | ooked at.
Because obviously those are going to be devel oped
with some consideration of sales. But if we | ook
nore at parcel counts, perhaps that does away with
the problem of having to worry about the nunber of
sal es each year within a market area. That's
sonething we are | ooking at as well

Woul d anyone like to take a break?
certainly would. W'I|l take a ten-m nute break and
cone back and conti nue.

(Recess taken.)

THE ARBI TRATOR: Shall we begi n?

MR. LARSEN: Lance Larsen, chief deputy,
Brevard County Property Appraisers Ofice

Al, | want to go over a couple statenents
you nmade in regard to this stratification process
for market areas. You tal ked about when there's not
enough data, the process is neaningless. However,
when you wwongly m x the data, the process is
meani ngl ess.

We are trying to steer away fromthis
bei ng a val uati on net hodol ogy. However, the rol
anal ysis that's done by the Departnent, specifically
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the ADR 17 report is a stratification of rol

val uati on processes by market area by value. Wile
t he Department has never previously defect any
property appraisal that |I'maware of for LOAC or
either BRBs in those categories that are bel ow the
standards, if that's the plan of the departnent,
then this does becone a valuation nmarket area.

I have a question. If you will go to
Page 5.

THE ADM NI STRATOR: | guess for the record,
| should say | agree with what you just said.

MR. LARSEN: That's fine.

If you will go to Page 5 Section 2.4. And
the mddle portion standard rule 62G of USPAP. And
you tal k about USPAP in the market areas here.

Are we referencing market areas as
stratified or market areas as if doing appraisals
for other subject properties; did you |look at that
requi renent as adequate in ten days?

THE ADM NI STRATOR: You mean in terns of
how it's assessed in USPAP?

MR. LARSEN: Yes.

THE ADM NI STRATOR: That's i ncl uded
strictly for informational purposes to | et sonmeone
know it's there. There's not a lot of discussion in
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or it

hi ng about what it's for and how it goes

That's informational, in case soneone

is

wonderi ng whet her USPAP nentions it. That's what

that's f

Section

or.
MR, LARSEN. Can we go to Page 6
3.4?

And | would like to go down to about

m ddl e of the paragraph to where nmarket area

geographic stratification of one of the seven

st at ut or

nmust not

stratif

necessar

with str

t he

S a

y strata. The delineation of market areas

be based only on any non-geographic

cation of real property. Mist not

ily be based on, as you previously stated,

atified real property by type, geographic

area, and value just for the purposes of study.

Section 3.5, Market Area Codes. A narket

area code is a two-digit code. A market area

could be nore than two digits. But when subm

to the Departnment of Revenue shal

t wo- di gi

conput er

105 East

t code.
THE ADM NI STRATOR: M. Keller is our
code expert, | should say.

MR, LARSEN. Go to Page 8.

code

tted

be converted to a

THE ADM NI STRATOR: | can't count beyond
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two digits. Page 87

MR. LARSEN: Yes. M. Rahol already
brought this up. This is in regard to the statutory
criteria. But to the greatest extent practicable,
the Departnent shall study assessnent roll by val ue
range groups. For narket area significantly noted
in this docunment in a nunber of cases where you
indicate that a larger county -- that that study
woul d be done for both value range and nmarket area.
| believe that's --

THE ADM NI STRATOR: | think there was a
reference to it somewhere tal ki ng about sale
counts. | think the distributions indicate |arge
counties, a whole bunch of sales.

MR. LARSEN:. | believe it's found on
Page 13, by agreeing to performa statistica
anal ysis where there's real property where you're
valuing within market areas of strata under
properties at the top of the page, Program?7

Is that a housekeeping issue for your
| egi slative group to |l ook at fromthe standpoint the
statute says or process does both?

THE ADM NI STRATOR: Yes. |'ve heard that
di scussed. That sounds |i ke a good idea, subject to

M. Keller's approval, of course.
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MR, LARSEN: | would like to go to Page 9
Section 5.4. And this goes back to all your draft
sheets in regard to the nunber of sales and/or
parcels by county for the purposes of establishing
what shoul d be baseline nmarket areas. New
construction sal es obviously skew the results.

Did you remove them before you made any
cal cul ati ons?

THE ADM NI STRATOR: Yes. There's sone
filters. The way it works -- don't hold me to this,
because |I'm not an expert on that -- but | think
Charlie explained that the way the programthat
generates the sale counts we see here, it takes the
property appraisers' reports as qualified sales and
then it does filter to renmove any anonualies or
errors, that kind of stuff. And | think when you
get to representativeness, it excludes sales where
the year of construction is the same as the year of
sale. This is ny understanding.

MR. LARSEN:. That was just a question.

THE ADM NI STRATOR: Ri ght .

MR. LARSEN: The rest of these are issues
related to the mat hematical anal ysis versus -- it's
really a mathenmatical analysis as opposed to a

statistical analysis.
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THE ADM NI STRATOR: It requires a snart
person to do statistical analysis. And those are
back in Tall ahassee, other than M. Beggs.

MR, LARSEN:. Okay. That's all 1 have.
Thank you very much.

THE ADM NI STRATOR: Qur next speaker
approaches.

MR. BECK: Good norning. My name is Stan
Beck. | represent taxpayers primarily in South
Fl ori da.

Even though | don't work for a property
apprai sers office, | have sone interest in what
occurs in this fascinating field of valuation and
assessnent. | would like to conplinment the staff on
this first draft. | think it's well witten. But |
have sonme concerns with the direction. And sone of
the concerns have already been addressed by
M. Rahol and M. Larsen in far nore sophisticated
terms than | can speak because |I'mnot a technica
person.

But nmy approach to this is that the market
areas were required because we were dealing with
such large strata. And it was an attenpt to have
substrata so that we could have a better | ook at how
the rolls were performng. But just to have
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substrata based upon popul ati on size or volune size
of sales is not necessarily going to solve any of
the problens that are attenpted to be addressed.

| believe that what we need is neani ngfu
substrata. And to have that, | believe that the
substrata should correlate to conparable sal es
search areas. Now, you address that in
Par agraph 3.4 on Page 6.

And of course, the way this draft address
isit, it says that the market areas are not
synonynous with conparabl e search areas. | believe
that's the wong direction. | believe that in order
to have a nore neaningful utilization of this entire
concept, it should be on a fornat that foll ows
search areas.

Just by exanple, if you have a market area
that includes hotels, and a county where all the
hotels were built in the fifties and sixties and
then all of a sudden a 60-story Ritz Carlton is
built, the Ritz Carlton should not be included in
the substrata with all the ol der hotels. It
di m ni shes the anal ysis of the ol der hotels by
including the Ritz Carlton. And using ol der hotels
to value this new one neans the new one won't be
done correctly either
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| use that extreme exanple, because
believe that you can have a market area that would
i nclude only one property. And | believe that the
utilization of market areas effectively is to take
out properties that are so unique and dissimlar
that they don't belong in a sanpl e because they are
not representative. And this is the opportunity to
take out the non-representative parcel that
underm nes the utilization, the useful ness of the
sanmple. And | just use that as an exanple.

The next thing is there's been severa
coments about uniformty, references to statutes,
rules, et cetera.

And | believe that the opportunity to
achieve uniformty here is being lost by the
appr oach.

Now, if you want uniformty, and | believe
that you actually are mandated to achieve it in this
exercise, | believe that the DOR shoul d be providing
a basic list which describes typical market areas
for each strata. And just an exanple of that would
be that if you have a nmarket area with a two-digit
code that describes high-rise office buildings in a
central business district, the DOR should be able to

use that to view the manner in which these buil dings
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y, if you have a code that identifies |uxury

you woul d be able to use that code from

0 county to analyze the manner in whi

m | ar properties are being assessed

statewide. And to achieve uniformty, which

have not

ch

you

done anything, you have not even taken a

little baby step to get to uniformty as far

concerned; | realize it's a first draft. And

as I'm

| don't

want to be making this coment on the third draft.

| don't

think it's fair to the staff. | happen to

feel pretty strongly this is an opportunity m ssed

right now that the DOR has to work with property

apprai sers and devel op sonme uni form codes which the

property appraisers will apply to their geographic
areas and uses, and then you will have a system of
uniformty throughout the state.

sets of

If you were going to have 67 different

codes, you have totally passed on th

opportunity for uniformty.

S

There was a concept at an earlier neeting

-- which I"mused to people doing that to ne,

cone froma friend unfriendly nei ghborhood.

In any event, here's the thought |

want ed

to grasp. We are talking primarily about geographic

105 East
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areas. And at a previous workshop we tal ked about
uses.

Now, | believe that when or if you work up
these uniform market areas, it's very inportant to
address uses. Because within a geographic area, just
i ke you were nentioning grouping warehouses with
hotel s, doesn't make an awful |ot of sense. Even
know that, and I'm not too sophisticated in this
ar ea.

But | believe it's essential to have
different uses within the geographic areas so that
t hese substrata are neani ngful

Now, | know it's a challenge. But let's
tackl e that challenge at the front end of this,
rather than have this thing go on to a third or
fourth draft. And sonmeone wakes up and says, you
know what, these substrata are just as meani ngl ess
as the big ones because they are not representative.

Now, we are not going to achi eve anything
in this exercise unless we go fromthe giant
substrata to nmeani ngful substrata. |If you don't do
that, pack it in, pass it, everyone will walk home
and be happy. But we didn't acconplish a thing.

You didn't acconplish uniformty. No one knows

anything they didn't know earlier
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If you don't focus on the distinctions of
geographi ¢ areas and have neani ngful uniform codes,
then we'll start to have substrata that will tell us
a |l ot about the levels of value in each of these
groups.

And | just want to | eave you with an
addi tional thought, that | have no answer for, but
it concerns nme. | believe we have to address
properties that are unique in that the use is not
t he hi ghest and best use. Because those properties
shoul dn't be val ued, even though they m ght have the
same use as another property within the strata. |If
the property appraiser feels strongly that the
i mprovenent is not the highest and best use, then
believe they ought to have the latitude to put that
in a difference type of market area. You call them
market area. | call them substrata. Because when
those properties sell, they are not going to be
representative of values for properties that are
i mproved to their highest and best use. So | think
there are a |ot of challenges here. And | hope that
you'll pursue sone of those. Thank you very nuch.

THE ADM NI STRATOR: Let nme ask you a couple
of questions to make sure we understand your
comment s.
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It seens that you might be tal ki ng about
use code issues here, maybe nore than --

MR. BECK: Sone use code issues.

THE ARBI TRATOR: -- geographic study.

MR, BECK: But | think geographic is
clearly part of it. But | don't think it stops
t here.

THE ADM NI STRATOR: M. Keller, our |ega
expert, maybe he can add to this. It seens we are
sort of limted on our section on strata.

MR. BECK: Let ne offer another thought.

You're tal king about 99 classification
-- 99 codes. That's a lot of codes. It really is.
And it's probably possible to have 99 codes within
each nunicipality. Now, |'mnot urging that. But
there are -- the way the data is set up, it seenms to
me |ike there should be no problemw th that. And
because you have property characteristics which
change frommunicipality to nunicipality within a
county, and | think that gives alnmobst an unlimted
variety of applications, if you conmbine it that
way.

But even the 99 is really a | arge nunber
of different areas, which again, | think this whole
thing is kind of a msnoner. W are calling it
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mar ket area. But it's not only about narket area.
Because if you do market area and you ignore the
uses, then you have to have | arge sanples or |arge
popul ati ons because they are so diverse. And
believe that you have not achi eved anything

meani ngful until you have this to a point, where you
have properties that have simlar characteristics
geographically as well as use, which would be your
conpar abl e search

Thank you.

MR, KELLER: Woul d you keep the existing
criteria of guidelines as to the nunerosity of
sal es?

MR. BECK: | think it's irrelevant.

My exanpl e about the hotel, ny thinking is
that if you have a unique property that shouldn't be
i ncl uded because of its distinguishing
characteristics, it should be in a class all by
itself. Because it's going to throw off the rest of
the class. And | don't think that there's any
justification for putting properties that have
differing characteristics together. And then what
you need to do, once you put properties that are
di fferent together, now you have to have | arge
popul ations in order for the statistics to get
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averaged out so that they appear to be correct.

And | prom se not to do the hot water and
t he bucket-of-ice thing again. | now |leave that to
Al , because that's all | know about statistics, you
know, that story. But that's what you end up doing
really.

The nore difficult verse the substrata is
the bigger it has to be. But then the nore
nmeani ngl ess it is. Thank you.

THE ADM NI STRATOR: Thank you.

"Il just offer a comment about the market
area being defined as the sane as conparabl e search
area. This is not intended -- this docunent here is
not to get into a conparable search area. A
conpar abl e search area is an appraisal issue, value
production issue. And that's not what we are
tal ki ng about here.

And once again, we are trying to narrow
this thing dowmn so we can have sonethi ng workabl e
and have a tool that's useful for all of us in this
busi ness to denonstrate to everybody that using
avai l abl e techniques, within the existing |ega
structure, we have uniformty here. W can show it
and approve it.

I think getting into issues of what is a
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conpar abl e search area in the context of the narket
area, |I'll go back to the exanple again. W have
ten different experts in the county, and they can
say that the market areas are based on the existing
body of knowl edge and all these broad generalities
we find in the literature. And you're going to get
everything but uniformresults. The sanme thing with
a conparabl e search area. The sane things are
debated all the tinme. | don't see how you can even
address that within a guideline.

So obviously, there was a specific
reference in here to not making that synonynous with
mar ket areas. W recognize that as an issue in the
apprai sal process. But we are not devel oping a
docunent here that is going cover everything in the
apprai sal process. W narrow the scope of this so

we can be consistent with the statutes and

consistent with the professional literature on the
subj ect and get this thing done. So | just offer
t hat .

I guess | need to explain what M. Beck
was tal king about with the hot water and ice. At a
previ ous wor kshop, M. Beck used sone exanple of a
person who has one foot in a pot of boiling water

and anot her foot in a bucket of ice. But on
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average, they feel fine. That's a way of explaining
the need for market areas and stratification. And
found that hunorous. But to me, we don't really know
how to apply that. Because when | think of a pot of
boiling water, | think of a lobster. | think of
buyi ng sonet hi ng, chanpagne. W are not really -- |
wanted to get that into the guidelines.

M. Keller has nothing.

Anyone have comments they would like to
say?

MR. COLEMAN:. I'Il be short. My nane is
Wlliam Coleman. | also represent the taxpayers and
the Florida Association of Property Tax
Prof essionals. And |I'malso a nenber of the Property
Tax Adm nistration Task Force.

It seens to me, and I'mlistening to the
apprai sers here, there m ght be a nomenclature
problem We are talking about -- | think we are
tal ki ng about the difference between a statistica
sal es area versus a market area

I don't know what you are going to
acconplish if the whole criteria for this equity in
the sales area is based on the nunmber of the sales.
These guys all work in areas. They know where the

markets are. And market is defined by buyers and
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sellers within a geographic area. And it could be
bordered by water or other areas of delineation.

From a taxpayer's review standpoint, and
they are out there in the nmarketplace, they are nore
concerned about conpetition as defined in a certain
market area. |'Il use TimWImtt's county as an
exanpl e.

Tims office market, they have defined
mar ket areas when they're doing their assessnents
over there. The difference between the west shore
area as defined as a market versus a centra
busi ness district or even out on the east side of
the county. When these guys are doing their work
and setting up their nodels, they really know what
those market areas are. So if you're going to do a
scattering of sales that would encunber the whole
thing -- Wayne tal ked about this -- when you get to
the mddle, it's just |ike Beck says, standing in
the bucket of water in the boiling, whatever it was,
what was that, ice and whatever.

I guess what |'msaying it's kind of Iike
garbage in and garbage out. | think that you should
gi ve these guys sone | eeway when you are setting
these markets up. That the information that cones
out is going to make sense to them and nmake sense to
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you. When you review a sanpling of sales, that's a
true market area, and not a statistical sales area,
if that makes any sense.

So | guess ny question would be, how do
you get a neaningful stratumif you're doing an
enpty criteria and the nunber of criteria is based
on the total nunber?

And second, since the stratumis like
Stratum 6, which is a multilevel type stratum where
you have a m xture of industrial and other
commercial property and that's done by the nunber of
sal es, what do you get out of that? What do you | ook
for?

So it seens to nme, | think you ought to go
back to the assessor level. Let these guys figure
out what the markets are, and naybe they can help
you guys define in each individual county what a
real market area is. O let's change the nane.

Let's call it a statistical sales area. | think
that's what you are trying to do. You're trying to
get into a nore center of the road or neaningfu
statistical thing for your guy's neasurenents, if
that made any sense.

THE ADM NI STRATOR: Sure.

VWhat M. Coleman is saying is consistent
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with what we were saying earlier.

If a particular county finds narket area
to be useful in their value production process and
they need to use that, then there is certainly
di scretion to divide their county however they want
to.

But the problemw th getting into that
within a docunent like this is it's one docunent for
67 counties.

And getting down to that |evel of detai
and getting into the appraisal business within the
county is that No. 1, I have heard M. Col eman and
one ot her person nention a true market area. Well
| want to see it. It's not in the literature. |It's
not here right now W |ook and see what's out there
right now And a huge county with a very snal
nunber of market areas, they m ght say these are
true market areas. You mght have five other
experts go over there and say, there's no way. And
you nmight conme down here with a county that's one
percent of the size of the big county and say, this
is a true system of market areas. Well, obviously
they can't be, because true suggests there's sone
criteria for narrowing it down to a conclusion of

something that's true. And when you have the kind
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of variation that we see, and it's not just in the
counties we see on the rolls now, it's the variation
that we have in our opinions. Sone people out there
say, okay, what's a nmarket area? You will never get
consensus. It's not something we can do. Plus it's
getting into the appraisal process which is at the
di scretion of the property appraisers. The
Department wants to stay out of that and say this is
a geographic unit.

Whi ch by the way, the primary intended use
of this exercise is to create geographic units for a
statistical roll valuation. But I will also say
that those are very useful to the property

apprai sers as far as evaluating the quality of their

own roll.

Go back and use the analysis of grouping
of properties by statutory strata. You will not use
the sane sales. You will not go get condo sales to

appraise a single-famly honme in a subdivision.

Yet, those are grouped together within Stratum 1.
So when you | ook at the appraisal process

and the mass apprai sal process, and you |l ook at the

mass qual ity assurance process, you will be using

many di fferent tools and different groupings for a

di fferent purpose for your analysis.
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And M. Keller, | just renenbered
sonmething. | think going back to our statutory
strata, which is what we have to go by, we are given
specific direction here for what we do; | believe
that at sone point years ago, perhaps industria
property was in a different strata. And at sone
poi nt, Lance may know, at sone point a decision was
made by the legislature with commttee consultants
or sonething. There was a decision was made to group
those together. And all of this is consistent with
the ratios that the literature that we see out there
tal ks about. Stratification is a desirable goal. You
can narrow things down nore. It has a very linmted
val ue, because you get down to a unit so small you
don't have enough data to work with either for
apprai sal purposes or for quality assurance.

| certainly recognize pretty nmuch what
peopl e are saying about it. And we have to be able
to narrow this thing down to get to a point where
you find a way to get this project done within the
statutory framework you have

Do you have anything to add, M. Keller?

MR, KELLER: No.

MR, BECK: Very brief. Stan Beck again.

| believe that the counties have systens
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of land use codes, whether it's a state |and use
code or a county |land use code that's probably in

pl ace and nore neani ngful than what you will achieve
if you go to a geographic classification with

di verse property uses. It's already there.

And you're looking at strata that could be
divided into the existing uses and analyze it in
that manner. And you get a |lot better information
t han when you take -- what you are doing is you're
taki ng a basket of diverse fruits, you know,
oranges, apples. But by coincidence, it's
geographically over here. So we will call that a
group. That's ridiculous. You want to take all the
oranges, and take all the apples, and take all the
bananas and put themin different groups, which has
nore rel evance as a group than putting the diverse
assets together sinply because of the geography.

And | say that because |I think you overstate the
chal l enge here. A lot of the information already
exists in terms of uses.

THE ADM NI STRATOR: Thank you.

MR MJUDGE: My nane is Tom Mudge. |'mfrom
the Pol k County Property Appraisers Ofice.

My first recommendation for market areas

is confused. | think what the DOR is trying to do is
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they are trying to group like properties areas into
a market area for valuation. That's for the
property appraiser to do on an individual basis with
usi ng nei ghbor hoods. You put |ike properties
toget her in neighborhoods for valuation. The market
areas are just designed to put in a geographica
area all the hones in that area, whether it's
assessed at 40,000 or 200,000 to nmake sure that the
property appraiser is doing his or her job to nake
sure we're 85 to 90 percent within narket. That was
my brief -- my only suggestion would be that market
area woul d be the nanme changed to ratio study area,
not to confuse that "market area" is truly a review
of exactly simlar type of property in a simlar
geogr aphi cal area.

My real question is or my question is in
2005, when the property appraiser submts his or her
tax roll, is the quartile in each stratumgoing to
go away, and the market areas per each stratum are
going to be used to evaluate the tax rolls?

THE ADM NI STRATOR: When you say quartiles,
you' re tal king about the val ue ranges?

MR, MJUDGE: Yes. Four quartiles in each
stratumright now, are they going to go away?

And if | have 30 market areas per
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Stratum 1, how will that be used to evaluate the tax
roll in all the market areas within each stratunf

THE ADM NI STRATOR: |'m not the fina
authority on that. M. Keller can correct ne if |
say sonet hing wrong.

I will offer sonmething on that. It's ny
under st andi ng that using market areas in the rol
val uati on process based on these guidelines will be
an additional tool. 1It's not intended to result in
not using value ranges but, in addition, as a way of
| ooking at the rolls.

My understanding is that the Department,
as Lance nentioned earlier, there's a programthat
it currently |looks at |levels of assessnent by narket
areas based on geographically stratifying the seven
sets of strata using the codes reported on the
assessnment rolls. It's not a lack of uniformty.
There's not a lot of -- | don't think it's used
directly in the roll of approval process. That
m ght be we are heading to at the end until the
i ssues are resol ved.

The process has been out there. [It's part
of the professional literature and the way the
statute provides for, subject to inproving the

grammar of it. [It's consistent with the
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professional literature. This sort of would -- we
can have uni form market area codes based on the

gui del i nes that would sort of round out the picture
of what the Departnment of Revenue can do as an
oversi ght agency with the bal ance of the | aw and the
professional literature to neasure and denonstrate
uniformty in assessnment rolls.

Do you have anything to add, M. Keller?

MR, KELLER: Yes. | think what Al just
said is true.

Mar ket areas have been used out there for
many years already in the anal ysis process together
with the val ue ranges in place of the existing val ue
appraisals, but rather they would both be studied
t oget her.

There's been some discussion in the
Depart ment of addressing the market areas by way of
def ect under process. And what we have done over
the last few years, | think is taken a step back
fromlooking solely at statistics in the defect
process and using statistics together with other
data of what we call system c problens, systemc
apprai sal issues, or what not that appear to be
systemic of the entire stratumor the entire roll.
So the defect process has been utilized where
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system c probl ens appear to be present.

The market areas woul d sinply be anot her
indicator of that. It would not be, as | understand
it, the sole basis for the issuance of a defect.

THE ADM NI STRATOR: Any additi ona
coment s?

MR. RAHOL: Vi ncent Rahol.

| guess in listening to the additiona
comrents that have come fromthe different parties
here, in going back and | ooking at the guidelines a
little bit nore, | kind of want to reenphasi ze just
the ability to give alittle bit of discretion to
the property appraisers in arriving at the
boundaries in the narket areas.

But | also want to indicate and state that
' m opposed to the concept that's being proposed by
M. Beck. | don't think that's what the intent of
the statute is as to what | feel is |ooking at
al nost i ndividualizing appraising.

And everyone has, | think they are | ooking
at it froma different side. The taxpayers are
|l ooking at it fromone side, the property appraiser
is looking at it from another side, and the DOR is
| ooking at it fromanother side. And in trying to go

back and see what the intent of this thing is and
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seeing that the roll is done correctly by the
property appraisers, and that there's confornmity and
equity. And in | ooking at being a part of or other
best practice, | think any type of neetings that
have occurred in the past, one of the things | took
back fromthe other states is that they were | ooking
a lot nore at procedural type issues than really
getting into this kind of in-depth analysis by the
Departnment. Because they felt if the property

apprai ser was doi ng proper procedures, the val ue
should fall, and this kind of raises things, and
currently you woul d identify any problens, as you

i ndi cated. Then, you | ook at them further

| appreciate the DOR' s view and how t hey
are changing that and actually recogni zing that any
one of these statistical measures that cone up
doesn't necessarily nean your roll has been bad.

But it's sonething to look at. And then to see
what's the justification, what's the reason, and are
t here other issues.

And | feel the DORis really doing the
right thing in taking that approach. Because there
are so nany other variables. And in listening to
the experts, because we are not experts on

statistics, and I've listened to the experts. And
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they will you that you can't rely strictly on any of
these. But that in totality, |I can tell you there
may or may not be an issue.

But in any case, | think that if we try to
break these things down into such a m croanal ysis,
then | think really it's nmore nmeani ngless than it
beconmes meani ngful. And you might as well have
i ndi vi dual appraisals for each property in the
state. And | think that statistical neasures that
the state | ooks at and uses now, and especially
expandi ng the way they have been and | ooki ng at
variabl e type of ratios and other things, that
actually they do a good job in checking with the
property appraisers. | would hate to see themstart
anal yzi ng individual properties. It would nake
property appraisers' jobs inpossible.

There's people use triple notices where
the assessors are giving the property owners, they
have the opportunity to come into the property
appraiser's office, if there's inequities or
problems with assessnments, those are addressed. And
then the property appraisers do not take action to
the taxpayer's satisfaction obviously. They have
t he adj ustnent board process.

We don't need to | ook at the Department's
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role to make sure that every single property,
because we are an inperfect systemas it exists out
in the marketpl ace anyway, it's inmpossible for the
Department of Revenue to try to mcroanal yze every
single sale on every single property that exists.

THE ADM NI STRATOR: Thank you.

MR. GORHAM Joe Gor ham

I would like to reiterate what a | ot of
peopl e have said. | would like to say | think the
Department of Revenue and property appraisers are on
the sane side trying to produce the best tax roll we
can.

And what we're dealing with here going
back to the bottomthree-quarters of 3.4: The
del i neation of market areas nust not be based on any
non- geogr aphi cal stratification of real property.
And | agree with that. | think what happens when
you do have a geographi cal delineation of market
area, you are going to end up with sone that do not
provi de the sales necessary for reliable statistica
testing. And that's the problemyou're trying to
address with inserting a nunber of sales into the
sel ection of how you do your market area. But |
think that's something we'll both have to live with

and accept that there are sone areas that are just
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not going to work out. Let's stick with the
geogr aphi cal delineation of the narket area.

THE ADM NI STRATOR: | woul d comment on that
by saying go back to the discussion of what is a
geographic unit or market area, where is the
boundary.

If we have a situation where there's no
way in the world that you' re going to get equally
know edgeabl e conpetent people to agree on what's a
mar ket area, short of having some type of
quantitative specificity or quantitative boundaries,
then that's not going to happen. That consensus is
not going to happen. And to try to get conformty
wi t hout sone kind of quantitative boundaries is not
goi ng to happen. | don't think people will argue
t hat .

But goi ng back to a couple of things,

No. 1, which | learned fromM. Keller, that we al
agree it has parcels init and it has sales init.
And with M. Keller's advanced educati on, he was
able to provide ne with that information. [|I'm
greatly appreciative. | had to work very closely
with himso | could be guided appropriately.

Goi ng back to the issue of the val ue
producti on process, how you m ght perceive a true
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mar ket area, whatever that is, the valuation market
process or as the gentleman from Pol k County said,
bel i eve, nobst county apprai sers take the seven
stratuns and break them down into smaller units as
they see fit for valuation assessing purposes. \Wen
it cones tine to check the roll, you are |ooking at
the seven statutory strata. Because that's what we
live by. That's what the Departnent |ives by. And

the property appraisers want to accurately val ue

property, it will be with that sane type of analysis
to check the quality of the roll. But they nost
likely will not have used the same ki nd of

stratification systemin producing their val ues.

So | want to enphasize again that, yes,
there's some -- we see sone nunbers here that we
have not seen before. And based on the coments
here, we think it's tinme to sort of try to nove
forward with sone nmi ni rum and nmexi num parcel counts
and that enables and gives a property appraiser the
di scretion we are tal king about to make these things
fit within the confines of their own county. But
not say, my boundaries are so different, your stuff
shows ny county ought to have 40 boundaries, but
because my boundaries in nmy county there's only 13

mar ket areas, and | can't do anything different.
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That's not reasonabl e. Because probably sonmebody
going in to nmodel that county is going to have
sonmething different than that.

So this -- M. Rahol nentioned our joint
goal here is uniformty, that is property appraisers
do that in big counties within each of their
statutory strata. |It's the Department's role to
| ook at that and neasure that by feedback. This is
a nmechanism a uniform system of market areas, is a
way for us to denmonstrate uniformty, okay, based on
| ocation using the nass appraisal quality assurance
process. That's really what we are tal ki ng about
her e.

We have a goal. But how do we denpnstrate
that we have done everything we can within the
statutory provisions, within the provisions of the
professional literature on the subject, and within
the specific situations we find in the counties to
denonstrate that we have done everything we can for
uni formty.

Anything to add, M. Keller?

Does anyone have additional coments?

Is everyone ready to go eat |unch?

Calling one last tinme, additional comments.

On behal f of the Florida Department of
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Revenue, | want to thank each of you for making the
time to be here and naki ng your comments and
concerns known. It's invaluable to this Departnent
to have this kind of participation fromthe
parties. So working together, we can produce,
consistent with Florida requirenents, the Florida
Uni f orm Mar ket Area Cuidelines for adoption by the
end of this year. W' |l do our best to address
within the current statutory and adm nistrative
provi sions the conments and concerns that have been
presented here today.

Thank you for coming here today. W
appreciate your time and comments. And this
concl udes this workshop. Thank you.

(Proceedi ngs concluded at 12:20 p.m)
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STATE OF FLORIDA )

COUNTY OF ORANGE )

I, Carol Ann Serritelli, Stenographic
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conpl ete record of my stenographic notes.
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